
BOARD OF TRUSTEES OF THE INDIANA PUBLIC RETIREMENT SYSTEM

Resolution No. 2012-6-01

Adopting rules related to the administration of the System as described herein.

WHEREAS, the Indiana Public Retirement System exists to provide retirement benefits to its members, their
survivors, and beneficiaries;

WHEREAS, the Board of Trustees of the Indiana Public Retirement System, by statute, administers the funds
listed in IC 5-10.5-2-2;

WHEREAS, the Board of Trustees, pursuant to IC 5-10.5-4-2, may establish and amend rules and
regulations for the administration of the funds without adopting a rule under Indiana Code 4-22-2; and

WHEREAS, the Board of Trustees of the Indiana Public Retirement System wishes to adopt, amend, and/or
repeal certain rules contained or to be contained in the Indiana Administrative Code related to the administration
of the Fund as described herein;

NOW THEREFORE, BE IT RESOLVED by the Board of Trustees of the Indiana Public Retirement System
that:

SECTION 1. 35 IAC 1.2-2-1 IS AMENDED TO READ AS FOLLOWS:

35 IAC 1.2-2-1 Definitions
Authority: IC 5-10.5-4-2
Affected: IC 5-10.2; IC 5-10.3-2-1; IC 5-10.3-7; IC 5-10.5

Sec. 1. The following definitions apply throughout this title, unless the context otherwise clearly requires:
(1) "After the member's retirement", for purposes of IC 5-10.2-4-8(b), means when a member separates from
employment.
(2) "Annuity savings account" or "ASA" consists of the member's contributions whether paid by the member
or picked up by the employer, additional annuity contributions, and interest credits on these contributions.
(3) "Board" means the board of trustees of the public employees' retirement fund of Indiana.
(4) "Ceases service", for purposes of IC 5-10.2-4-3(e) only, means when a member stops earning creditable
service.
(5) "De minimis account" or "de minimis amount" means an inactive, retired, retired for disability, suspended,
or deceased member's ASA account whereby no regular and continuing contributions are being received and
the account has a balance of which the value is less than the actual cost of making a distribution of the
balance to the member or the member's beneficiary.
(6) "De minimis overpayment" means an active, inactive, retired, retired for disability, suspended, or
deceased member's ASA account which received an overpayment totaling no more than ten dollars ($10).
(7) "Employer" means the state for employees of the state and a participating political subdivision for its
employees.
(8) "Employer contributions" means contributions made by the state and political subdivisions to the
retirement allowance account.
(9) "ERM" means the employer reporting and maintenance system, a web-enabled software application that
manages employer and member data and collects members' wages and contributions.
(10) "Full-time employee" means an employee occupying a position covered by the fund as set out in IC 5-
10.3-7.
(11) "Fund" means the public employees' retirement fund of Indiana.
(12) "Gender and number" means the masculine gender shall include the feminine, and the singular the plural
as the context may require.
(13) "Governing body" means the county council, city council, trustees of a town, the township board, board
of school commissioners, library board, or any board which by law is authorized to fix a rate of taxation on
property of a political subdivision, or any other board which is empowered to administer the affairs of any
department of a political subdivision, which department receives revenue independently of, or in addition to,
funds obtained from taxation.
(14) "Indiana pension administration system" or "INPAS" means the defined benefit system, a software
application that manages employer and member data and calculates member retirement, disability, and
survivor benefits.
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(15) "INPRS" means the Indiana public retirement system established under IC 5-10.5-2-1.
(15) (16) "Member" means persons qualifying for membership under IC 5-10.3-7-1.
(16) (17) "Member's contribution" means contribution which each member shall, as a condition of
employment, contribute to the fund, which is three percent (3%) of the member's compensation (basic salary
as defined in 35 IAC 1.2-5-5), and which includes contributions paid by the employer for the member
pursuant to IC 5-10.2-3-2 and IC 5-10.3-7-9, and additional annuity contributions.
(17) (18) "PERF" means the public employees' retirement fund.
(18) (19) "Political subdivision" means a county, city, town, township, political body corporate, public school
corporation, public library, public utility of a county, city, town, township, and any department of, or associated
with, a county, city, town or township, which department receives revenue independently of, or in addition to,
funds obtained from taxation.
(19) (20) "Retirement allowance account" consists of employer contributions for pensions and separate
accounts shall be maintained for contributions by the state and by each political subdivision.
(20) (21) "Vested status" means the status of having ten (10) years of creditable service.

(Board of Trustees of the Indiana Public Retirement System; 35 IAC 1.2-2-1; filed Dec 20, 1988, 1:00 p.m.: 12 IR
1078; readopted filed Oct 31, 2001, 2:18 p.m.: 25 IR 897; adopted Nov 9, 2007: 20071205-IR-035070818ONA;
adopted Feb 19, 2010: 20100310-IR-035100124ONA; adopted Jun 11, 2010: 20100728-IR-035100467ONA;
adopted Nov 19, 2010: 20101208-IR-035100722ONA; adopted Dec 17, 2010: 20101229-IR-035100777ONA;
adopted Feb 17, 2012: 20120222-IR-035120095ONA; adopted Jun 29, 2012: 20120718-IR-035120397ONA)

SECTION 2. 35 IAC 1.2-3-3 IS AMENDED TO READ AS FOLLOWS:

35 IAC 1.2-3-3 School employees
Authority: IC 5-10.5-4-2
Affected: IC 5-10.2; IC 5-10.3-6-1; IC 20-31-9-4; IC 20-31-9.5-7

Sec. 3. (a) A member who is employed in a PERF covered position by a school corporation, state school,
university, school city or town, or school corporation shall receive one (1) year of service credit if employed during
the full regular school term or contract period for that member's position. Nothing less than full compliance with
this rule will give such year of creditable service.

(b) Pursuant to IC 20-31-9.5-7, special management teams established under IC 20-31-9-4 may enroll
employees of the special management teams who are not licensed as teachers by the Indiana state board
of education or the Indiana professional licensing agency in PERF by adopting a resolution described in
IC 5-10.3-6-1. Required contributions must be made to the fund. (Board of Trustees of the Indiana Public
Retirement System; 35 IAC 1.2-3-3; filed Dec 20, 1988, 1:00 p.m.: 12 IR 1079; readopted filed Oct 31, 2001, 2:18
p.m.: 25 IR 897; adopted Nov 9, 2007: 20071205-IR-035070818ONA; adopted Jun 29, 2012:
20120718-IR-035120397ONA)

SECTION 3. 35 IAC 8-1-1 IS AMENDED TO READ AS FOLLOWS:

35 IAC 8-1-1 Definitions
Authority: IC 2-3.5-3-4; IC 5-10.3-11-2; IC 5-10.5-4-2; IC 33-13-8-25; IC 33-14-9-10; IC 36-8-8-5
Affected: IC 2-3.5; IC 5-10-5.5; IC 5-10.3; IC 5-10.5; IC 33-13-8; IC 33-14-9; IC 36-8

Sec. 1. (a) The definitions in this section apply throughout this article.

(b) "Board of trustees" means the board of trustees of the public employees' retirement fund.

(c) "Code" means the Internal Revenue Code of 1986, 26 U.S.C. 1 et seq., and all amendments related
thereto.

(d) "EGTRRA" means the Economic Growth and Tax Relief Reconciliation Act of 2001, P.L.107-16, and all
applicable regulations and amendments related thereto.

(e) "Eligible rollover distribution" means any distribution of all or any taxable portion of the benefit to the credit
of a member or a member's spouse, except that an eligible rollover distribution does not include the following:

(1) Any distribution that is one (1) of a series of substantially equal periodic payments, paid not less
frequently than annually, made for the life or life expectancy of the member and the member's designated
beneficiary.
(2) Any distribution that is one (1) of a series of substantially equal periodic payments for a specified period of
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ten (10) years or more.
(3) Any distribution to the extent such distribution is required under Section 401(a)(9) of the Code.
(4) The portion of any distribution that is not includible in gross income, provided that any portion of any
distribution that is not includible in gross income may be an eligible rollover distribution for purposes of a
rollover to either:

(A) a traditional individual retirement account or individual retirement annuity; or
(B) a qualified trust that is part of a plan that is a defined contribution plan that will separately account for
the taxable and nontaxable portions of the distribution, in a direct trustee-to-trustee transfer; or
(C) on or after January 1, 2007, a qualified trust that is part of a plan that is a defined benefit plan or
an annuity contract described in Section 403(b) of the Internal Revenue Code that will separately
account for the taxable and nontaxable portions of the distribution, in a direct trustee-to-trustee
transfer.

(5) Any distribution that is made upon hardship by the member.

(f) "Fund" or "funds" means the legislators' retirement system, public employees' retirement fund, state excise
police, gaming agent, gaming control officer and conservation enforcement officers' retirement plan, judges'
retirement fund, 1977 police officers' and firefighters' pension and disability fund, the prosecuting attorneys
retirement fund, and funds funded through the pension relief fund.

(g) "IRS" means the Internal Revenue Service.

(h) "UCA" refers to the federal Unemployment Compensation Amendments of 1992, P.L.102-318, and all
applicable regulations and amendments related thereto. (Board of Trustees of the Indiana Public Retirement
System; 35 IAC 8-1-1; filed Mar 23, 1995, 3:00 p.m.: 18 IR 1992; readopted filed Oct 31, 2001, 2:21 p.m.: 25 IR
898; filed Jul 14, 2004, 9:35 a.m.: 27 IR 3868; adopted Nov 9, 2007: 20071205-IR-035070818ONA; adopted Jun
29, 2012: 20120718-IR-035120397ONA)

SECTION 4. 35 IAC 8-2-1 IS AMENDED TO READ AS FOLLOWS:

35 IAC 8-2-1 Model amendment language
Authority: IC 2-3.5-3-4; IC 5-10.3-11-2; IC 5-10.5-4-2; IC 33-13-8-25; IC 33-14-9-10; IC 36-8-8-5
Affected: IC 2-3.5; IC 5-10-5.5; IC 5-10.3; IC 5-10.5; IC 33-13-8; IC 33-14-9; IC 36-8

Sec. 1. (a) The amendments to this rule required by EGTRRA apply to distributions made on or after January
1, 2002. Notwithstanding any provision of the plan to the contrary that would otherwise limit a distributee's election
under this rule, a distributee may elect, at the time and in the manner prescribed by the plan administrator, to
have any portion of an eligible rollover distribution paid directly to an eligible retirement plan specified by the
distributee in a direct rollover.

(b) The following definitions apply throughout this rule:
(1) "Eligible rollover distribution" means any distribution of all or any portion of the balance to the credit of the
distributee, except that an eligible rollover distribution does not include:

(A) any distribution that is one (1) of a series of substantially equal periodic payments (not less frequently
than annually) made for the life (or life expectancy) of the distributee or the joint lives (or joint life
expectancies) of the distributee and the distributee's designated beneficiary, or for a specified period of ten
(10) years or more;
(B) any distribution to the extent such distribution is required under Section 401(a)(9) of the Code;
(C) the portion of any distribution that is not includible in gross income, provided that any portion of any
distribution that is not includible in gross income may be an eligible rollover distribution for purposes of a
rollover to either:

(i) a traditional individual retirement account or individual retirement annuity; or
(ii) a qualified trust that is part of a plan that is a defined contribution plan that will separately account
for the taxable and nontaxable portions of the distribution, in a direct trustee-to-trustee transfer;
or
(iii) on or after January 1, 2007, a qualified trust that is part of a plan that is a defined benefit plan
or an annuity contract described in Section 403(b) of the Internal Revenue Code that will
separately account for the taxable and nontaxable portions of the distribution, in a direct
trustee-to-trustee transfer; and

(D) any distribution that is made upon hardship by the member.
(2) "Eligible retirement plan" means:

(A) an individual retirement account described in Section 408(a) of the Code;
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(B) an individual retirement annuity described in Section 408(b) of the Code;
(C) an annuity plan described in Section 403(a) of the Code;
(D) a qualified trust described in Section 401(a) of the Code;
(E) an eligible deferred compensation plan under Section 457(b) of the Code that is maintained by a state,
a political subdivision of a state, or any agency or instrumentality of a state or political subdivision of a state
(so long as the plan agrees to separately account for amounts rolled into the plan); or
(F) an annuity contract under Section 403(b) of the Code;

that accepts the distributee's eligible rollover distribution.
(3) "Distributee" includes an employee or former employee, as well as the employee's or former employee's
surviving spouse. In addition, the employee's or former employee's surviving spouse and the employee's or
former employee's spouse or former spouse who is the alternate payee under a qualified domestic relations
order, as defined in Section 414(p) of the Code, is a distributee with regard to the interest of the spouse or
former spouse.
(4) "Direct rollover" means a payment by the plan to the eligible retirement plan specified by the distributee.

(Board of Trustees of the Indiana Public Retirement System; 35 IAC 8-2-1; filed Mar 23, 1995, 3:00 p.m.: 18 IR
1993; errata, 18 IR 2412; readopted filed Oct 31, 2001, 2:21 p.m.: 25 IR 898; filed Jul 14, 2004, 9:35 a.m.: 27 IR
3869; adopted Nov 9, 2007: 20071205-IR-035070818ONA; adopted Jun 29, 2012: 20120718-IR-035120397ONA)

SECTION 5. 35 IAC 14-2-10 IS AMENDED TO READ AS FOLLOWS:

35 IAC 14-2-10 Definition of compensation
Authority: IC 5-10.5-4-2
Affected: IC 5-10.2-4-3; IC 5-10.4-5-6

Sec. 10. (a) Subject to subsection (b), "basic salary" or "annual compensation" means all compensation that
is included as gross income as reported on the member's W-2 for covered service by a covered employer, plus
the amounts stated in IC 5-10.2-4-3 that are not paid directly to the member.

(b) Unless otherwise required by law, a licensed teacher employed by a school corporation as a
teacher and who under a standard teacher contract or separate contract is also employed to provide
extracurricular student activities, those activities being generally described as voluntary activities
sponsored by the school, for student involvement in public performances, contests, athletic
competitions, demonstrations, displays, and club activities, is performing covered employment and
compensation for such employment is included as basic salary.

(b) (c) Compensation of not more than two thousand dollars ($2,000) pursuant to and in accordance with IC
5-10.2-4-3(e) may be used in the total annual compensation from which the average of the annual compensation
is determined.

(c) (d) A member's basic salary or annual compensation must be certified by an official of the employing unit
who has knowledge of and access to the records. A member may not certify his or her basic salary or annual
compensation. (Board of Trustees of the Indiana Public Retirement System; 35 IAC 14-2-10; filed Oct 5, 1992,
5:00 p.m.: 16 IR 705; filed Jul 26, 2000, 2:48 p.m.: 23 IR 3089; readopted filed Dec 3, 2001, 11:02 a.m.: 25 IR
1731; filed Apr 8, 2004, 3:23 p.m.: 27 IR 2496; adopted Mar 27, 2007: 20070404-IR-550070200ONA; adopted
Nov 19, 2008: 20081126-IR-550080887ONA; adopted Dec 16, 2009: 20100106-IR-50090990ONA; adopted Jun
29, 2012: 20120718-IR-035120397ONA) NOTE: Transferred from the Board of Trustees of the Indiana State
Teachers' Retirement Fund (550 IAC 2-2-7) to the Board of Trustees of the Indiana Public Retirement System (35
IAC 14-2-10) by P.L.23-2011, SECTION 22, effective July 1, 2011.

SECTION 6. 35 IAC 14-4-1 IS AMENDED TO READ AS FOLLOWS:

35 IAC 14-4-1 Membership in the fund
Authority: IC 5-10.5-4-2
Affected: IC 5-10.2-3-2; IC 5-10.4-4-1; IC 5-10.4-4-11; IC 20-24-1-4; IC 20-31-9-4; IC 20-31-9.5-7

Sec. 1. (a) Membership in the fund shall be compulsory for all teachers licensed by the Indiana state board of
education or its successor who are regularly employed pursuant to a uniform or supplemental teaching contract to
perform educational or administrative services in the public schools of the state of Indiana. Licensed substitute
teachers who have at least an associate's degree and who have taught at least one hundred twenty (120) days in
any one (1) school year or at least sixty (60) days in any two (2) school years are also required to become
members of the fund. Required contributions must be paid to the fund for each covered teacher.

Indiana Register

Date: Feb 19,2017 2:23:30AM EST DIN: 20120718-IR-035120397ONA Page 4

http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=8
http://www.in.gov/legislative/iac/irdin.pdf?din=20071205-IR-035070818ONA
http://www.in.gov/legislative/iac/irdin.pdf?din=20120718-IR-035120397ONA
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/ic?t=5&a=10.5&c=4&s=2
http://www.in.gov/legislative/iac/ic?t=5&a=10.2&c=4&s=3
http://www.in.gov/legislative/iac/ic?t=5&a=10.4&c=5&s=6
http://www.in.gov/legislative/iac/ic?t=5&a=10.2&c=4&s=3
http://www.in.gov/legislative/iac/ic?t=5&a=10.2&c=4&s=3
http://www.in.gov/legislative/iac/ic?t=5&a=10.2&c=4&s=3
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/irdin.pdf?din=20070404-IR-550070200ONA
http://www.in.gov/legislative/iac/irdin.pdf?din=20081126-IR-550080887ONA
http://www.in.gov/legislative/iac/irdin.pdf?din=20100106-IR-50090990ONA;
http://www.in.gov/legislative/iac/irdin.pdf?din=20120718-IR-035120397ONA
http://www.in.gov/legislative/iac/iac_title?iact=550&iaca=2
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/iac_title?iact=35&iaca=14
http://www.in.gov/legislative/iac/ic?t=5&a=10.5&c=4&s=2
http://www.in.gov/legislative/iac/ic?t=5&a=10.2&c=3&s=2
http://www.in.gov/legislative/iac/ic?t=5&a=10.4&c=4&s=1
http://www.in.gov/legislative/iac/ic?t=5&a=10.4&c=4&s=11
http://www.in.gov/legislative/iac/ic?t=20&a=24&c=1&s=4
http://www.in.gov/legislative/iac/ic?t=20&a=31&c=9&s=4
http://www.in.gov/legislative/iac/ic?t=20&a=31&c=9.5&s=7


(b) Membership in the fund is compulsory for employees of the fund, and all licensed teachers regularly
employed in state educational institutions supported solely by the state who devote their entire time to teaching or
in state benevolent, charitable, or correctional institutions. Required contributions must be paid to the fund.

(c) Membership is optional for regularly contracted faculty and professional staff at Ball State University,
Indiana State University, University of Southern Indiana, and Vincennes University who are designated as eligible
by the board. The universities shall petition the board before new teachers are given the opportunity to join the
fund. Both employer and employee contributions must be paid to the fund.

(d) Membership in the fund is optional for employees and officials of a governing body and the Indiana state
board of education who were licensed as teachers by the Indiana state board of education or the Indiana
professional licensing agency prior to their election or appointment. Required contributions must be made to the
fund.

(e) Membership in the fund is optional for teachers employed by charter schools as defined by IC 20-24-1-4.

(f) Pursuant to IC 20-31-9.5-7, teachers licensed by the Indiana state board of education or the Indiana
professional licensing agency employed by special management teams established under IC 20-31-9-4
may be enrolled as participants of the fund by filing enrollment forms approved by TRF. Required
contributions must be made to the fund. (Board of Trustees of the Indiana Public Retirement System; 35 IAC
14-4-1; filed Oct 5, 1992, 5:00 p.m.: 16 IR 706; readopted filed Dec 3, 2001, 11:02 a.m.: 25 IR 1731; adopted Mar
27, 2007: 20070404-IR-550070200ONA; adopted Nov 19, 2008: 20081126-IR-550080887ONA; adopted Dec 16,
2009: 20100106-IR-550090990ONA; adopted Jun 29, 2012: 20120718-IR-035120397ONA) NOTE: Transferred
from the Board of Trustees of the Indiana State Teachers' Retirement Fund (550 IAC 2-4-1) to the Board of
Trustees of the Indiana Public Retirement System (35 IAC 14-4-1) by P.L.23-2011, SECTION 22, effective July 1,
2011.

SECTION 7. 35 IAC 16-1-1 IS AMENDED TO READ AS FOLLOWS:

35 IAC 16-1-1 Compliance with Internal Revenue Code Section 415 for Limitations on Contributions and
Benefits

Authority: IC 5-10.5-4-2
Affected: IC 5-10.2-2-1.5; IC 5-10.4; IC 5-10.5

Sec. 1. (a) Notwithstanding any other provisions to the contrary, pursuant to IC 5-10.2-2-1.5(7), the member
contributions paid to and retirement benefits paid from the plan shall be limited to such extent as may be
necessary to conform to the requirements of Section 415 of the Internal Revenue Code for a qualified
governmental pension plan. For purposes of these limitations, the limitation year shall be the fiscal year.

(b) The 415(b) limit with respect to any member who at any time has been a member in any other defined
benefit plan as defined in Section 414(j) of the Internal Revenue Code maintained by the member's employer in
this plan shall apply as if the total benefits payable under all such defined benefit plans in which the member has
been a member were payable from one (1) plan.

(c) The 415(c) limit with respect to any member who at any time has been a member in any other defined
contribution plan as defined in Section 414(i) of the Internal Revenue Code maintained by the member's employer
in this plan shall apply as if the total annual additions under all such defined contribution plans in which the
member has been a member were payable from one (1) plan.

(d) Before July 1, 1995, a member may not receive an annual benefit that exceeds the limits specified in
Section 415(b) of the Internal Revenue Code, subject to the applicable adjustments in that section. On and after
July 1, 1995, a member may not receive an annual benefit that exceeds the dollar amount specified in Section
415(b)(1)(A) of the Internal Revenue Code, subject to the applicable adjustments in Section 415(b) of the Internal
Revenue Code and subject to any additional limits that may be specified in the retirement system. In no event
shall a member's benefit payable under the plan in any limitation year be greater than the limit applicable at the
annuity starting date, as increased in subsequent years pursuant to Section 415(d) of the Internal Revenue Code
and the regulations thereunder.

(e) For purposes of Section 415(b) of the Internal Revenue Code, the "annual benefit" means a benefit
payable annually in the form of a straight life annuity (with no ancillary benefits) without regard to the benefit
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attributable to after-tax employee contributions (except pursuant to Section 415(n) of the Internal Revenue Code)
and to rollover contributions (as defined in Section 415(b)(2)(A) of the Internal Revenue Code). The "benefit
attributable" shall be determined in accordance with Treasury Regulations.

(f) If the benefit under the plan is other than the form specified in subsection (e), then the benefit shall be
adjusted so that it is the equivalent of the annual benefit, using factors prescribed in Treasury Regulations.

(1) If the form of benefit without regard to the automatic benefit increase feature is not a straight life annuity
or a qualified joint and survivor annuity, then the preceding sentence is applied by either reducing the Section
415(b) of the Internal Revenue Code limit applicable at the annuity starting date or adjusting the form of
benefit to an actuarially equivalent amount (determined using the assumptions specified in Treasury
Regulation Section 1.415(b)-1(c)(2)(ii)) that takes into account the additional benefits under the form of
benefit as follows:
(2) For a benefit paid in a form to which Section 417(e)(3) of the Internal Revenue Code does not apply (a
monthly benefit), the actuarially equivalent straight life annuity benefit that is the greater of (or the reduced
limit applicable at the annuity starting date which is the lesser of when adjusted in accordance with the
following assumptions):

(A) the annual amount of the straight life annuity (if any) payable to the member under the plan
commencing at the same annuity starting date as the form of benefit to the member; or
(B) the annual amount of the straight life annuity commencing at the same annuity starting date that has
the same actuarial present value as the form of benefit payable to the member, computed using a five
percent (5%) interest assumption (or the applicable statutory interest assumption) and:

(i) for years prior to January 1, 2009, the applicable mortality tables described in Treasury Regulation
Section 1.417(e)-1(d)(2) (Revenue Ruling 2001-62 or any subsequent revenue ruling modifying the
applicable provisions of Revenue Rulings Ruling 2001-62); and
(ii) for years after December 31, 2008, the applicable mortality tables described in Section
417(e)(3)(B) of the Internal Revenue Code (Notice 2008-85 or any subsequent Internal Revenue
Service guidance implementing Section 417(e)(3)(B) of the Internal Revenue Code); or

(3) For a benefit paid in a form to which Section 417(e)(3) of the Internal Revenue Code applies (a lump-sum
benefit), the actuarially equivalent straight life annuity benefit that is the greatest of (or the reduced Section
415(b) of the Internal Revenue Code limit applicable at the annuity starting date which is the least of when
adjusted in accordance with the following assumptions):

(A) the annual amount of the straight life annuity commencing at the annuity starting date that has the
same actuarial present value as the particular form of benefit payable, computed using the interest rate
and mortality table, or tabular factor, specified in the plan for actuarial experience;
(B) the annual amount of the straight life annuity commencing at the annuity starting date that has the
same actuarial present value as the particular form of benefit payable, computed using a five-point-five
percent (5.5%) interest assumption (or the applicable statutory interest assumption) and:

(i) for years prior to January 1, 2009, the applicable mortality table for the distribution under Treasury
Regulation Section 1.417(e)-1(d)(2) (the mortality table specified in Revenue Ruling 2001-62 or any
subsequent revenue ruling modifying the applicable provisions of Revenue Ruling 2001-62); and
(ii) for years after December 31, 2008, the applicable mortality tables described in Section
417(e)(3)(B) of the Internal Revenue Code (Notice 2008-85 or any subsequent Internal Revenue
Service guidance implementing Section 417(e)(3)(B) of the Internal Revenue Code); or

(C) the annual amount of the straight life annuity commencing at the annuity starting date that has the
same actuarial present value as the particular form of benefit payable (computed using the applicable
interest rate for the distribution under Treasury Regulation Section 1.417(e)-1(d)(3) (the thirty (30) year
treasury rate (prior to July 1, 2007, using the rate in effect for the month prior to retirement, and on and
after July 1, 2007, using the rate the in effect for the first day of the plan year with a one (1) year
stabilization period)) and:

(i) for years prior to January 1, 2009, the applicable mortality rate tables for the distribution under
Treasury Regulation Section 1.417(e)-1(d)(2) (the mortality table specified in Revenue Ruling 2001-62 or
any subsequent revenue ruling modifying the applicable provisions of Revenue Ruling 2001-62); and
(ii) for years after December 31, 2008, the applicable mortality tables described in Section
417(e)(3)(B) of the Internal Revenue Code (Notice 2008-85 or any subsequent Internal Revenue
Service guidance implementing Section 417(e)(3)(B) of the Internal Revenue Code), divided by one
and five-hundredths (1.05).

(g) For purposes of this section, the following benefits shall not be taken into account in applying these limits:
(1) Any ancillary benefit which is not directly related to retirement income benefits.
(2) That portion of any joint and survivor annuity that constitutes a qualified joint and survivor annuity.
(3) Any other benefit not required under Section 415(b)(2) of the Internal Revenue Code and Treasury
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Regulations thereunder to be taken into account for purposes of the limitation of Section 415(b)(1) of the
Internal Revenue Code.

(h) In the event the member's retirement benefits become payable before age sixty-two (62), the limit
prescribed by this section shall be reduced in accordance with treasury regulations pursuant to the provisions of
Section 415(b) of the Internal Revenue Code, so that such limit (as so reduced) equals an annual straight life
benefit (when such retirement income benefit begins) which is equivalent to a one hundred sixty thousand dollar
($160,000) (as adjusted) annual benefit beginning at age sixty-two (62).

(1) In the event the member's benefit is based on at least fifteen (15) years of military service, the
adjustments provided for in subsection (a) shall not apply.
(2) The reductions provided for in subsection (a) shall not be applicable to preretirement disability benefits or
preretirement death benefits.

(i) The maximum retirement benefits payable under this subsection (i) to any member who has completed
less than ten (10) years of service shall be the amount determined under subsection (d) as adjusted under
subsection (f) or (h), or both, multiplied by a fraction, the numerator of which is the number of the member's
years of service and the denominator of which is ten (10). The reduction provided by this subsection (i) cannot
reduce the maximum benefit below ten percent (10%) of the limit determined without regard to this
subsection (i). The reduction provided for in this subsection shall not be applicable to preretirement disability
benefits or preretirement death benefits.

(j) Notwithstanding the foregoing, anything in this section to the contrary, the retirement benefit payable
with respect to a member shall be deemed not to exceed the 415 limit set forth in subsection (j) [this
subsection] if the benefits payable, with respect to such member under this plan and under all other qualified
defined benefit pension plans to which the member's employer contributes, do not exceed ten thousand dollars
($10,000) for the applicable limitation year and for any prior limitation year and the employer has not at any time
maintained a qualified defined contribution plan in which the member participated; provided, however, that if the
member has completed less than ten (10) years of service with the employer, the limit under this
subsection (j) shall be a reduced limit equal to ten thousand dollars ($10,000) multiplied by a fraction, the
numerator of which is the number of the member's years of service and the denominator of which is ten
(10).

(k) Effective on and after July 1, 2009, for purposes of applying the limits under Section 415(b) of the Internal
Revenue Code (the "Limit") to a member with no lump-sum benefit, the following will apply:

(1) a member's applicable Limit will be applied to the member's annual benefit in the member's first limitation
year without regard to any cost of living adjustments under IC 5-10.4;
(2) to the extent that the member's annual benefit equals or exceeds the Limit, the member will no longer be
eligible for cost of living increases until such time as the benefit plus the accumulated increases are less than
the Limit; and
(3) thereafter, in any subsequent limitation year, a member's annual benefit, including any cost of living
increases under IC 5-10.4, shall be tested under the then applicable benefit Limit including any adjustment to
the Section 415(b)(1)(A) of the Internal Revenue Code dollar limit under Section 415(d) of the Internal
Revenue Code, and the regulations thereunder.

(l) On and after July 1, 2009, with respect to a member who receives a portion of the member's annual
benefit in a lump sum, a member's applicable limit will be applied taking into consideration cost of living increases
as required by Section 415(b) of the Internal Revenue Code and applicable Treasury Regulations.

(m) After-tax member contributions or other annual additions with respect to a member may not exceed the
lesser of forty thousand dollars ($40,000) (as adjusted pursuant to Section 415(d) of the Internal Revenue Code)
or one hundred percent (100%) of the member's compensation.

(1) Annual additions are defined to mean the sum (for any year) of employer contributions to a defined
contribution plan, member contributions, and forfeitures credited to a member's individual account. Member
contributions are determined without regard to rollover contributions and to picked up employee contributions
that are paid to a defined benefit plan.
(2) For purposes of applying Section 415(c) of the Internal Revenue Code and for no other purpose, the
definition of compensation where applicable will be compensation actually paid or made available during a
limitation year, except as noted below and as permitted by Treasury Regulation Section 1.415(c)-2, or
successor regulation; provided, however, that member contributions picked up under Section 414(h) of the
Internal Revenue Code shall not be treated as compensation.
(3) Compensation will be defined as wages within the meaning of Section 3401(a) of the Internal Revenue
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Code and all other payments of compensation to an employee by an employer for which the employer is
required to furnish the employee a written statement under Sections 6041(d), 6051(a)(3) and 6052 of the
Internal Revenue Code and will be determined without regard to any rules under Section 3401(a) of the
Internal Revenue Code that limit the remuneration included in wages based on the nature or location of the
employment or the services performed (such as the exception for agricultural labor in Section 3401(a)(2) of
the Internal Revenue Code).

(A) However, for limitation years beginning after December 31, 1997, compensation will also include
amounts that would otherwise be included in compensation but for an election under Section 125(a),
402(e)(3), 402(h)(1)(B), 402(k), or 457(b) of the Internal Revenue Code. For limitation years beginning after
December 31, 2000, compensation shall also include any elective amounts that are not includible in the
gross income of the member by reason of Section 132(f)(4) of the Internal Revenue Code.
(B) For limitation years beginning on and after July 1, 2009, compensation for the limitation year shall also
include compensation paid by the later of two and one-half (2 1/2) months after a member's severance
from employment or the end of the limitation year that includes the date of the member's severance from
employment if:

(i) the payment is regular compensation for services during the member's regular working hours, or
compensation for services outside the member's regular working hours (such as overtime or shift
differential), commissions, bonuses or other similar payments, and, absent a severance from
employment, the payments would have been paid to the member while the member continued in
employment with the employer; or
(ii) the payment is for unused accrued bona fide sick, vacation, or other leave that the member would
have been able to use if employment had continued. However, compensation under subsection
(m)(3)(B) this clause which is received from the employer in contemplation of the member's retirement,
including severance pay, termination pay, retirement bonus, or commutation of unused sick leave or
personal leave, shall be limited to no more than two thousand dollars ($2,000);
(iii) payments pursuant to a nonqualified unfunded deferred compensation plan, but only if the
payments would have been paid to the member at the same time if the member had continued
employment with the employer and only to the extent that the payment is includible in the
member's gross income.

Any payments not described in this clause are not considered compensation if paid after
severance from employment, even if they are paid within two and one-half (2 1/2) months following
severance from employment, except for payments to the individual who does not currently perform
services for the employer by reason of qualified military service (within the meaning of Section
414(u)(1) of the Internal Revenue Code) to the extent these payments do not exceed the amounts
the individual would have received if the individual had continued to perform services for the
employer rather than entering qualified military service. An employee who is in qualified military
service (within the meaning of Section 414(u)(1) of the Internal Revenue Code) shall be treated as
receiving compensation from the employer during such period of qualified military service equal to
the compensation the employee would have received during such period if the employee were not
in qualified military service, determined based on the rate of pay the employee would have received
from the employer but for the absence during the period of qualified military service, or, if the
compensation the employee would have received during such period was not reasonably certain,
the employee's average compensation from the employer during the twelve (12) month period
immediately preceding the qualified military service (or, if shorter, the period of employment
immediately preceding the qualified military service).
(C) Back pay, within the meaning of Treasury Regulation Section 1.415(c)-2(g)(8), shall be treated as
compensation for the limitation year to which the back pay relates to the extent the back pay represents
wages and compensation that would otherwise be included under this definition.

(4) For limitation years beginning on or after July 1, 2009, a member's compensation for purposes of
subsection (m) this subsection shall not exceed the annual limit under Section 401(a)(17) of the Internal
Revenue Code.

(n) Any repayment of contributions (including interest thereon) to the plan with respect to an amount
previously refunded upon a forfeiture of service credit under the plan or another governmental plan maintained by
the retirement system shall not be taken into account for purposes of Section 415 of the Internal Revenue Code,
in accordance with applicable treasury regulations.

(o) Reduction of benefits and/or contributions to all plans, where required, shall be accomplished by first
reducing the member's benefit under any defined benefit plans in which the member participated, such reduction
to be made first with respect to the plan in which the member most recently accrued benefits and thereafter in
such priority as shall be determined by the plan and the plan administrator of such other plans, and next, by
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reducing or allocating excess forfeitures for defined contribution plans in which the member participated, such
reduction to be made first with respect to the plan in which the member most recently accrued benefits and
thereafter in such priority as shall be established by the plan and the plan administrator for such other plans
provided, however, that necessary reductions may be made in a different manner and priority pursuant to the
agreement of the plan and the plan administrator of all other plans covering such member.

(p) Effective for permissive service credit contributions made in limitation years beginning after December 31,
1997, if a member makes one (1) or more contributions to purchase permissive service credit under the plan, then
the requirements of Section 415(n) of the Internal Revenue Code will be treated as met only if:

(1) the requirements of Section 415(b) of the Internal Revenue Code are met, determined by treating the
accrued benefit derived from all such contributions as an annual benefit for purposes of Section 415(b) of the
Internal Revenue Code; or
(2) the requirements of Section 415(c) of the Internal Revenue Code are met, determined by treating all such
contributions as annual additions for purposes of Section 415(c) of the Internal Revenue Code.
(3) For purposes of applying this section, the system will not fail to meet the reduced limit under Section
415(b)(2)(C) of the Internal Revenue Code solely by reason of this subdivision and will not fail to meet the
percentage limitation under Section 415(c)(1)(B) of the Internal Revenue Code solely by reason of this
section.
(4) For purposes of this section, the term "permissive service credit" means service credit:

(A) recognized by the system for purposes of calculating a member's benefit under the system;
(B) which such member has not received under the system; and
(C) which such member may receive only by making a voluntary additional contribution, in an amount
determined under the system, which does not exceed the amount necessary to fund the benefit attributable
to such service credit.
(D) Effective for permissive service credit contributions made in limitation years beginning after December
31, 1997, such term may include service credit for periods for which there is no performance of service,
and, notwithstanding clause (B), may include service credited in order to provide an increased benefit for
service credit which a member is receiving under the system.

(5) The system will fail to meet the requirements of this section if:
(A) more than five (5) years of nonqualified service credit are taken into account for purposes of this
clause; or
(B) any nonqualified service credit is taken into account under this section before the member has at least
five (5) years of participation under the system.

(6) For purposes of subdivision (5), effective for permissive service credit contributions made in limitation
years beginning after December 31, 1997, the term "nonqualified service credit" means permissive service
credit other than that allowed with respect to:

(A) service (including parental, medical, sabbatical, and similar leave) as an employee of the government
of the United States, any state or political subdivision thereof, or any agency or instrumentality of any of the
foregoing (other than military service or service for credit which was obtained as a result of a repayment
described in Section 415(k)(3) of the Internal Revenue Code);
(B) service (including parental, medical, sabbatical, and similar leave) as an employee (other than as an
employee described in clause (A)) of an education organization described in Section 170(b)(1)(A)(ii) of the
Internal Revenue Code which is a public, private, or sectarian school which provides elementary or
secondary education (through grade 12), or a comparable level of education, as determined under the
applicable law of the jurisdiction in which the service was performed;
(C) service as an employee of an association of employees who are described in clause (A); or
(D) military service (other than qualified military service under Section 414(u) of the Internal Revenue
Code) recognized by the system.
(E) In the case of service described in clause (A), (B), or (C), such service will be nonqualified service if
recognition of such service would cause a member to receive a retirement benefit for the same service
under more than one (1) plan.

(7) In the case of a trustee-to-trustee transfer after December 31, 2001, to which Section 403(b)(13)(A) of the
Internal Revenue Code or Section 457(e)(17)(A) of the Internal Revenue Code applies (without regard to
whether the transfer is made between plans maintained by the same employer):

(A) the limitations of subdivision (5) will not apply in determining whether the transfer is for the purchase of
permissive service credit; and
(B) the distribution rules applicable under federal law to the system will apply to such amounts and any
benefits attributable to such amounts.

(8) For an eligible member, the limitation of Section 415(c)(1) of the Internal Revenue Code shall not be
applied to reduce the amount of permissive service credit which may be purchased to an amount less than
the amount which was allowed to be purchased under the terms of a plan as in effect on August 5, 1997. For
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purposes of this subdivision, an eligible member is an individual who first became a member in the system
before July 1, 1999.

(Board of Trustees of the Indiana Public Retirement System; 35 IAC 16-1-1; adopted Dec 16, 2009:
20100106-IR-550090990ONA; errata filed Jan 19, 2010, 12:48 p.m.: 20100203-IR-550100043ACA; adopted Jun
29, 2012: 20120718-IR-035120397ONA) NOTE: Transferred from the Board of Trustees of the Indiana State
Teachers' Retirement Fund (550 IAC 4.5-1-1) to the Board of Trustees of the Indiana Public Retirement System
(35 IAC 16-1-1) by P.L.23-2011, SECTION 22, effective July 1, 2011.

DATED: June 29, 2012

Kendall W. Cochran,
Chairman of the Board of Trustees
Indiana Public Retirement System

Resolution adopted by 6 affirmative, 0 negative votes.

Posted: 07/18/2012 by Legislative Services Agency
An html version of this document.
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